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PARTIES OF RECORD

Re: Case No. 2014-00385

Attached is a copy of a memorandum which is being filed in the record of the
above-referenced case. If you have any comments you would like to make regarding
the contents of the memorandum, please do so within five days of receipt of this letter.

If you have any questions, please contact Ann Ramser, Staff Attorney, at (502)
782-2585.
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INTRA-AGENCY MEMORANDUM

KENTUCKY PUBLIC SERVICE COMMISSION

TO:

FROM:

DATE:

RE:

Case File No. 2014-00385

Ann Ramser, Staff Attorney

March 23, 2015

Informal Conference of March 19, 2015

Pursuant to Commission Staff's March 13, 2015 Notice, an informal conference
was held in this matter on March 19, 2015. As stated in the Notice, the purpose of this
informal conference was "for the limited purpose of discussing Eastern Rockcastle
Water Association's application for an adjustment of rates." Attached is a copy of the
attendance roster.

After introductions, Nancy Vinsel explained that a memorandum of the informal

conference would be prepared. She further explained that each party in the case would

have five days after receipt of the memorandum to file comments regarding the contents
of the memorandum.

Ms. Vinsel distributed copies of the regulation, 807 KAR 5:076, which is the
regulation that governs alternative rate filings. Ms. Vinsel explained that use of the
alternative rate filing streamlines the process of applying for an adjustment in rates.
The utility does not need to hire an attorney unless a hearing is required. The use of
the alternative rate filing is generally less expensive than a general rate case; therefore,
the utility's cost of applying for an adjustment in rates is less expensive. As expenses
incurred when applying for an adjustment in rates are recoverable through rates, the
use of the alternative rate filing benefits rate payers.

Ms. Vinsel explained that the 2013 historical test year was used to determine the
reasonableness of Eastern Rockcastle Water Association's proposed rates pursuant to
807 KAR 5:076, Section 9. Known and measureable changes were also considered.
The Commission does not look at service related issues when considering an
adjustment in rates. According to a Kentucky Supreme Court case, service issues are
separate from rates. South Central Bell Tel. Co. v. Util. Regulatory Comm., 637 S.W.2d
649 (Ky. 1982.)

Eastern Rockcastle Water Association filed a response indicating acceptance of
the rates proposed by Commission Staff in the February 25, 2015 Staff Report. Gary
Mason's response to the Staff Report contained several issues, including issues outside
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of the test year and issues concerning Eastern Rockcastle Water Association's
provision of service. As this informal conference was for the limited purpose of
discussing the application for an adjustment of rates, service issues were not discussed.
Only known and measurable changes to the 2013 test year were discussed. Mr. Mason
was instructed to contact Consumer Services regarding any concerns he may have
regarding service issues.

Mr. Mason had concerns regarding the amount of water loss. Ariel Turnbull

indicated that she addressed Eastern Rockcastle Water Association's water loss in the
Staff Report. She distributed a three page handout containing information that was in

the Staff Report. This handout reflects that expenses for purchased water and
purchased power for pumping were reduced by 14.20%, the amount of Eastern
Rockcastle Water Associations'ater loss above 15% during 2013. The reduction to
expenses that Eastern Rockcastle Water Association is allowed to recover in rates was
reduced by a total of $15,078 because of the excess 14.20% water loss.

Mr. Mason included copies of 2014 monthly water loss reports with his response
to the Staff Report. The 2014 monthly water loss reports show that Eastern Rockcastle
Water Association is selling more water than is being purchased. Ms. Vinsel asked
Eastern Rockcastle Water Association to explain how more water could be sold than
purchased. Tony Bullock explained that Eastern Rockcastle Water Association does
not produce any water. It purchases water from Jackson County Water, Mount Vernon
Water, and Livingston Water Works. These three suppliers bill Eastern Rockcastle
Water Association based on the readings from the master meters. The master meter
for Livingston Water Works has been incorrectly under registering the amount of water
flowing through the meter. Mr. Bullock stated that Eastern Rockcastle Water
Association has sent two or three registered letters to Livingston Water Works advising
that the master meter is incorrectly registering the amount of water flowing through the
master meter. Livingston Water Works owns the master meter; therefore, Eastern
Rockcastle Water Association cannot repair the master meter.

Mr. Mason further questioned the amount of water loss during 2014. Ms.
Turnbull explained that the 2014 water loss cannot be considered because it occurred
outside the 2013 test year. As shown in the staff report, excess water loss increases
the cost of purchased water and purchased power for pumping. No other operating
expenses are affected by excess water loss. The same percentage of 2013 excess
water loss was reduced from the 2013 purchased water and purchased power for
pumping. Because future year water loss is not a known and measurable change,
accounting practices prevent taking the percentage of 2014 excess water loss to reduce
2013 purchased water and purchased power for pumping expenses.

Mr. Mason's response to the Staff Report also questioned Eastern Rockcastle
Water Association's provision of health insurance coverage for its two employees. Ms.
Vinsel explained that the Commission generally allows water associations to provide
health insurance coverage for employees. Carolyn Hinton further explained that due to
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the low salary paid to employees of Eastern Rockcastle Water Association, provision of
health insurance coverage is less expensive for the utility than if the utility gave a $1 per
hour increase in salary to each employee. The utility's two employees prefer the
provision of health insurance rather than a $1 per hour increase in salary.

Ms. Vinsel then addressed Mr. Mason's concerns regarding the nonrecurring
charge for the $35 meter read fee. Mr. Mason recommended a $25 meter read fee, but
provided no cost justification to support this recommendation. The meter read fee is
charged when a customer fails to read his or her meter and provide the reading to
Eastern Rockcastle Water Association for two months. When a customer fails to
provide the meter reading for two months, Eastern Rockcastle Water Association incurs
expenses in labor, materials, and transportation to the customer's residence to read the
meter. Eastern Rockcastle Water Association provided the cost justification for the $35
meter read fee. The customer who fails to report the reading on his or her meter for two
months is appropriately charged the $35 for labor, material, and transportation
expenses as the customer is the one responsible for Eastern Rockcastle Water
Association incurring the labor, material, and transportation expenses to read that
customer's meter. Otherwise, Eastern Rockcastle Water Association's other rate
payers are subsidizing the customer who failed to report the reading for his or her meter
for two months. Eastern Rockcastle Water Association's application of the meter read
fee complies with 807 KAR 5:006, Section 9(1) which states "A utility may make special
nonrecurring charges to recover customer-specific costs incurred that would otherwise
result in monetary loss to the utility or increased rates to other customers to whom no
benefits accrue from the service provided or action taken."

Mr. Mason stated that Eastern Rockcastle Water Association's notice contained
the incorrect percentage increase for the meter read fee. A review of the record
indicates that Eastern Rockcastle Water Association published a new notice with a
revised percentage increase.

Eastern Rockcastle Water Association indicated in its response that it did not
desire a hearing. Ms. Vinsel informed Mr. Mason that if he desired a hearing, he
needed to submit a request for a hearing within two weeks of the date of the informal
conference. In his request for a hearing, Mr. Mason needs to state the reasons why he
believes a hearing is necessary. Ms. Vinsel and Ann Ramser both informed Mr. Mason
that the reasons for the hearing need to be related to Eastern Rockcastle Water
Association's application for the rate adjustment. Service related issues cannot be
considered in this case, pursuant to statutes and regulations that govern a rate case
before the Commission.

Mr. Mason indicated that Eastern Rockcastle Water Association was delaying
responses to his open records requests. Ms. Vinsel advised Mr. Mason that open
records request are outside of the Commission's discovery process. Any issue
regarding an open records request should be directed to the Attorney General's office.
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Mr. Mason was directed to contact Consumer Services regarding any service
related issues.

The informal conference then ended.

Attachments
Attendance Roster
807 KAR 5:076
Water Loss Information
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COMMONWEALTH OF KENTUCKY

BEFORE THE PUBLIC SERVICE COMMISSION

In the Matter of:

ALTERNATIVE RATE FILING OF EASTERN
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) 2014-00385

MARCH 19 2015
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807 KAR 5:076.Alternative rate adjustment procedure for small utilities.

RELATES TO: KRS 278.010, 278.030, 278.160, 278.180, 278.190, 278.310, 278.380
STATUTORY AUTHORITY: KRS 278.040(3), 278.160(1),278.180
NECESSITY, FUNCTION AND CONFORMITY: KRS 278.040(3) authorizes the commission to promulgate administrative regulations to

implement KRS Chapter 278. This administrative regulation establishes a simplified and less expensive procedure for small utilities to use
to apply to the commission for rate adjustments.

Section 1. Definitions. (1) "Annual report" means the financial and statistical report incorporated by reference in 807 KAR 5:006, which
requires a utility to file the annual report with the commission.

(2) "Annual report for the immediate past year" means an annual report that covers the applicant's operations for either:
(a) The calendar year period prior to the year in which the applicant's application for rate adjustment is filed with the commission; or
(b) The most recent calendar year period that 807 KAR 5:006, Section 4(1), requires the applicant to have on file with the commission

as of the date of the filing of its application for rate adjustment.

(3) "Applicant" means a utility that is applying for an adjustment of rates using the procedure established in this administrative
regulation.

(4) "Gross annual revenue" means:
(a) The total revenue that a utility derived during a calendar year; or
(b) If the utility operates two (2) or more divisions that provide different types of utility service, the total amount of revenue derived from

the division for which a rate adjustment is sought.
(5) "Rate" is defined by KRS 278.010(12).
(6) "Utility" is defined by KRS 278.010(3).
(7) 'Water district" means a special district or special purpose governmental entity created pursuant to KRS Chapter 74.
(8) 'Web site" means an identifiable site on the Internet, including social media, which is accessible to the public.

Section 2. Utilities Permitted to File Application. A utility may apply for an adjustment of rates using the procedure established in this
administrative regulation if it:

(1) Had gross annual revenue in the immediate past calendar year of $5,000,000 or less;
(2) Maintained financial records fully separated from a commonly-owned enterprise; and
(3) Filed with the commission fully completed annual reports for the immediate past year and for the two (2) prior years if the utility has

been in existence that long.

Section 3. The Record upon which Decision Shall Be Made. The commission shall make its decision based on the:
(1) Applicant's annual report for the immediate past year and the annual reports for the two (2) prior years, if the utility has been in

existence that long;
(2) Application required by Section 4 of this administrative regulation;
(3) Information supplied by the parties in response to requests for information;

(4) Written reports submitted by commission stalf;
(5) Stipulations and agreements between the parties and commission staff;
(6) Written comments and information that the parties to the proceeding submitted in response to the findings and recommendations

contained in a written report that commission staff submitted; and
(7) If a hearing is held, the record of that hearing.

Section 4. Application. (1) An application for alternative rate adjustment shall consist of a:
(a) Completed Application for Rate Adjustment before the Public Service Commission, ARF Form-1, that is made under oath and

signed by the applicant or an officer who is duly designated by the applicant and who has knowledge of the matters established in the
application;

(b) Copy of all outstanding evidences of indebtedness, such as mortgage agreements, promissory notes, and bond resolutions;
(c) Copy of the amortization schedule for each outstanding bond issuance, promissory note, and debt instrument;
(d) Depreciation schedule of all utility plant in service;
(e) Copy of the most recent state and federal tax returns of the applicant, if the applicant is required to file returns;
(f) Detailed analysis of the applicant's customers'ills showing revenues from the present and proposed rates for each customer class;
(g) Copy of the notice of the proposed rate change that is provided to customers of the applicant; and
(h) Statement of Disclosure of Related Transactions, ARF Form-3, for each member of the utility's board of commissioners or board of

directors, each person who has an ownership interest of ten (10) percent or more in the utility, and the utility's chief executive officer.
(2) Except as provided in 807 KAR 5:001,Section 8 for electronic filings, the applicant shall:
(a) Submit one (1) original and five (5) paper copies of its application to the executive director of the commission; and
(b) Deliver or mail one (1) paper copy to the Office of Rate Intervention, Offim of the Attorney General, 1024 Capital Center Drive,

Suite 200, Frankfort, Kentucky 40601-8204 or transmit by electronic mail an electronic copy in portable document format to the Office of
Rate Intervention at rateintervention a .k . ov.

(3) Each party filing documents with the commission shall be responsible for reviewing and redacting any personal identifying
information in compliance with the rules and procedures set forth in 807 KAR 5:001,Section 4(10).

(4) The application shall not contain any request for relief from the commission other than an adjustment of rates.
(5) A utility may make written request to the executive director for commission staff assistance in preparing the application.

Section 5. Notice. Upon filing an application for an alternative rate adjustment, a utility shall provide notice as established in this
section.

(1) Public postings.
(a) A utility shall post at its place of business a copy of the notice no later than the date the application is submitted to the commission.
(b) A utility that maintains a Web site shall, within five (5) business days of the date the application is submitted to the commission, post

on its Web sites:
1.A copy of the public notice; and
2. A hyperlink to the location on the commission's Web site where the case documents are available.

http: //www. 1rc.ky.gov/kar/807/005/076.htm 3/16/2015



807 KAR 5:076.Alternative rate adjustment procedure for small utilities. Page 2 of 4

(c) The information required in paragraphs (a) and (b) of this subsection shall not be removed until the commission issues a final
decision on the application.

(2) Customer Notice.
(a) If a utility has twenty (20) or fewer customers, it shall mail a written notice to each customer no later than the date on which the

application is submitted to the commission.
(b) If a utility has more than twenty (20) customers, it shall provide notice by:
1. Including notice with customer bills mailed no later than the date the application is submitted to the commission;
2. Mailing a written notice to each customer no later than the date the application is submitted to the commission;
3. Publishing notice once a week for three (3) consecutive weeks in a prominent manner in a newspaper of general circulation in the

utility's service area, the first publication to be made no later than the date the application is submitted to the commission; or
4. Publishing notice in a trade publication or newsletter delivered to all customers no later than the date the application is submitted to

the commission.
(c) A utility that provides service in more than one (1) county may use a combination of the notice methods listed in paragraph (b) of

this subsection.
(3) Proof of Notice. A utility shall file with the commission no later than forty-five (45) days from the date the application was initially

submitted to the commission:
(a) If notice is mailed to its customers, an affidavit from an authorized representative of the utility verifying the contents of the notice,

that notice was mailed to all customers, and the date of the mailing;

(b) If notice is published in a newspaper of general circulation in a utility's service area, an affidavit from the publisher verifying the
contents of the notice, that the notice was published, and the dates of the notice's publication; or

(c) If notice is published in a trade publication or newsletter delivered to all customers, an affidavit from an authorized representative of
the utility verifying the contents of the notice, the mailing of the trade publication or newsletter, that notice was included in the publication or
newsletter, and the date of mailing.

(4) Notice Content. Each notice issued in accordance with this section shall contain:
(a) The date the proposed rates are expected to be filed with the commission;
(b) The present rates and proposed rates for each customer classification to which the proposed rates will apply;
(c) The amount of the change requested in both dollar amounts and percentage change for each customer classification to which the

proposed rates will apply;
(d) The amount of the average usage and the effect upon the average bill for each customer classification to which the proposed rates

will apply;
(e) A statement that a person may examine this application at the offices of (utility name) located at (utility address);
(f) A statement that a person may examine this application at the commission's offices located at 211 Sower Boulevard, Frankfort,

Kentucky, Monday through Friday, 8:00 a.m. to 4:30 p.m., or through the commission's Web site at http: //psc.ky.gov;
(g) A statement that comments regarding the application may be submitted to the Public Service Commission through the

commission's Web site or by mail to Public Service Commission, Post Office Box 615, Frankfort, Kentucky 40602;
(h) A statement that the rates contained in this notice are the rates proposed by (utility name) but that the Public Service Commission

may order rates to be charged that differ from the proposed rates contained in this notice;
(i) A statement that a person may submit a timely written request for intervention to the Public Service Commission, Post Office Box

615, Frankfort, Kentucky 40602, establishing the grounds for the request including the status and interest of the party; and
(j) A statement that if the commission does not receive a written request for intervention within thirty (30) days of initial publication or

mailing of the notice, the commission may take final action on the application.

Section 6. Except as provided in 807 KAR 5:001, Section 8(2), an applicant shall not be required to provide the commission with
advance notice of its intent to file an application for rate adjustment using the procedure established in this administrative regulation.

Section 7. Effective Date of Proposed Rates. (1) An applicant shall not place the proposed rates into effect until the commission has
issued an order approving those rates or six (6) months from the date of filing of its application, whichever occurs first.

(2) If the commission has not issued its order within six (6) months from the date of filing of the application, the applicant may place its
proposed rates in effect subject to refund upon providing the commission with written notice of its intent to place the rates into effect.

(3) The applicant shall maintain its records in a manner to enable it, or the commission, to determine the amounts to be refunded and
to whom a refund is due if the commission orders a refund.

Section 8. Amendment of Proposed Rates. (1) Except if responding to the findings set forth in a commission staff report filed in

accordance with Section 11 of this administrative regulation, an applicant shall not amend the proposed rates set forth in its application
unless the applicant:

(a) Files written notice of the proposed amendment with the commission; and
(b) Publishes notice of the amended proposed rates in the manner provided in Section 5 of this administrative regulation.
(2) An applicant shall not place amended proposed rates into effect until the commission has issued an order approving those rates or

six (6) months from the date of filing of the written notice of proposed amendment, whichever occurs first.
(3) If the commission has not issued an order within six (6) months from the date of filing of the notice of amended proposed rates, the

applicant may place the amended proposed rates in effect subject to refund upon providing the commission with written notice of its intent
to place the rates into effect but shall maintain its records in a manner to enable it, or the commission, to determine the amounts to be
refunded and to whom a refund is due if the commission orders a refund.

Section 9. Test Period. The reasonableness of the proposed rates shall be determined using a twelve (12) month historical test period,
adjusted for known and measureable changes, that coincides with the reporting period of.the applicant's annual report for the immediate
past year.

Section 10. Discovery. (1)The minimum discovery available to intervening parties shall be as prescribed by this subsection.
(a) A party in the proceeding may serve written requests for information upon the applicant within twenty-one (21) days of an order

permitting that party to intervene in the proceeding.
(b) Upon serving requests upon the applicant, the party shall file a copy of the party's requests with the commission and serve a copy

upon all other parties.
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(c) Within twenty-one (21) days of service of timely requests for information from a party, the applicant shall serve its written responses
upon each party and shall file with the commission one (1) original and five (5) copies.

(2) The commission may establish different arrangements for discovery if it finds different arrangements are necessary to evaluate an
application or to protect a party's rights to due process.

Section 11.Commission Staff Report. (1) Within thirty (30) days of the date that an application is accepted for filing, the commission
shall enter an order advising the parties if commission staff will prepare a report on the application.

(2) If a commission staff report is prepared, the:
(a) Commission staff shall:
1. File the report with the commission; and
2. Serve a copy of the report on all parties of record; and
(b) Report shall contain the commission staffs findings and recommendations regarding the proposed rates.
(3)(a) Each party shall file with the commission a written response to the commission staff report within fourteen (14) days of the filing

of the report.
(b) This written response shall contain:
1.All objections to and other comments on the findings and recommendations of commission staff;
2. A request for hearing or informal conference, if applicable;
3. The reasons why a hearing or informal conference is necessary; and
4. If commission staff reports that the applicant's financial condition supports a higher rate than the applicant proposed or recommends

the assessment of an additional rate or charge not proposed in the application, the filing party's position on if the commission should
authorize the assessment of the higher rate or the recommended additional rate or charge.

(c) If a party's written response fails to contain an objection to a finding or recommendation contained in the commission staff report, it
shall be deemed to have waived all objections to that finding or recommendation. A party's failure to request a hearing or informal
conference in the party's written response shall be deemed a waiver of all rights to a hearing on the application and a request that the case
stand submitted for decision.

(d) If a party fails to file a written response with the commission within this time period, it shall be deemed to have waived all objections
to the findings and recommendations contained in the report and all rights to a hearing on the application.

(e) Acceptance of the findings and recommendations contained in the commission staff report by all parties in a proceeding shall not
preclude the commission from conducting a hearing on the application, taking evidence on the applicant's financial operations, or ordering
rates that differ from or conflict with the findings and recommendations established in the commission staff report.

(f) If commission staff reports that the applicant's financial condition supports a higher rate than the applicant proposed or commission
staff recommends the assessment of an additional rate or charge not proposed in the application and commission staff's proposed rates
produce a total increase in revenues that exceeds 110 percent of the total increase in revenues that the applicant's proposed rates will
produce and the applicant amends its application to request commission stafPs proposed rates, the commission shall order the applicant to
provide notice of the finding or recommendation to its customers.

Section 12. Notice of Hearing. (1) If the commission orders a hearing, the applicant shall publish in a newspaper or mail to the
applicant's customers notice of the hearing.

(2) The notice shall state the purpose, time, place, and date of the hearing.
(3) Newspaper notice shall be published once in a newspaper of general circulation in the applicant's service area no fewer than seven

(7) and no more than twenty-one (21) days prior to the hearing.
(4) Mailed notices shall be mailed at least fourteen (14) days prior to the date of the hearing.

Section 13. Utility Personnel Participation in Commission Proceedings. (1) An authorized official or employee of the applicant who is
not licensed to practice law in Kentucky may, on behalf of an applicant that is a water district, corporation, partnership, or limited liability
company, file the application, responses to commission orders and requests for information, as well as appear at conferences related to
the application.

(2) An applicant that is a water district, corporation, partnership, or limited liability company shall, at a hearing conducted on the
application, be represented by an attorney who is authorized to practice law in Kentucky.

Section 14. Filing Procedures. (1) Unless the commission orders otherwise or the electronic filing procedures established in 807 KAR
5:001, Section 8, are used, if a document in paper medium is filed with the commission, five (5) additional copies in paper medium shall
also be filed.

(2) All documents filed with the commission shall conform to the requirements established in this subsection.
(a) Form. Each filing shall be printed or typewritten, double spaced, and on one (1) side of the page only.
(b) Size. Each filing shall be on eight and one-half (8 1/2) inches by eleven (11) inches paper.
(c) Font. Except for ARF Form-1 and ARF Form-3, each filing shall be in type no smaller than twelve (12) point, except footnotes, which

shall be in type no smaller than ten (10) point.
(d) Binding. A side-bound or top-bound filing shall also include an identical unbound copy.
(3) Except as provided for in 807 KAR 5:001, Section 8, a filing made with the cpmmission outside its business hours shall be

considered as filed on the commission's next business day.
(4) A document submitted by facsimile transmission shall not be accepted.

Section 15. Use of Electronic Filing Procedures in lieu of Submission of Paper Documents. Upon an applicant's election of the use of
electronic filing procedures within the time limits established in 807 KAR 5:001,Section 8(2), the procedures established in 807 KAR 5:001,
Section 8, shall be used in lieu of other filing procedures established in this administrative regulation.

Section 16. The provisions of 807 KAR 5:001, Sections 1 through 6, 8 through 11, and 13, shall apply to commission proceedings
involving applications filed pursuant to this administrative regulation.

Section 17. Upon a showing of good cause, the commission may permit deviations from this administrative regulation. Requests for
deviation shall be submitted in writing by letter to the commission.

Section 18. Incorporation by Reference. (1) The following material is incorporated by reference:
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(a) "Application for Rate Adjustment before the Public Service Commission", ARF Form 1, July 2014; and
(b) "Statement of Disclosure of Related Party Transactions", ARF Form 3, November 2013.
(2) This material may be inspected, copied, or obtained, subject to applicable copyright law at the commission's offices at 211 Sower

Boulevard, Frankfort, Kentucky 40601, Monday through Friday, 8:00 a.m. to 4:30 p.m., or through the commission's Web site at
~htl:// ec.k . Dv/. (8 Ky.R. 835; eff. 4-7-1982; Am. 22 Ky.R. 994; 1312; 1-3-1996; 38 Ky.R. 132; 629; 765; e//. 11-4-2811; 39 Ky.R. 32D,
1159;eff. 1-4-2013;40 Ky.R. 704; 1123;eff. 1-3-2014; 41 Ky.R. 156; 494; eff. 10-31-2014.)

http: //www.lrc.ky.gov/kar/807/005/076.htm 3/16/2015



Pro Forma 0 eratin Statement

Operating Revenues
Sales of Water

Other Water Revenue

Test Year

$ 276,628 $ 4,484
(15,621)

8,487
15,621
4,350

(A)

(B)
(C) $ 273,978
(B)
(D) 19,971

Adjustment (Ref.) Pro Forma

Total Operating Revenues 276,628 17,321 293,949

Operating Expenses
Operation and Maintenance Expenses

Salaries and Wages — Employees
Salaries and Wages - Commissioners
Employee Pensions and Benefits
Purchased Water
Purchased Power for Pumping
Materials and Supplies
Contractual Services
Transportation Expenses
Insurance

Bad Debt Expense
Miscellaneous Expense

58,164
2,845

11,571
96,136
10,049
11,648
12,048
12,049
7,866

19,322

(8,259) (E)

3,717 (F)
(13,651) (G)

(1,427) (G)

2,055 (H)

4,484 (A)
~6,337 (()

49,905
2,845

15,288
82,485

8,622
11,648
12,048
12,049
7,866
2,055

17,469

Total Operation and Maintenance Expenses
Taxes Other Than Income
Depreciation

241,698
5,218

86,459

(19,418)
(1,400) (J)

~25,540 (K)

222,280
3,818

57,919

Total Operating Expenses

Net Operating Income

333 375

(56,747)

49,358

66,679

284,01 7

9,932

Interest Income
Revenues From Merchandising, Jobbing and Contract Work

income Available to Service Debt

1,030
1,475

~554 242 $ 66,679

1,030
1,475

$ 12,437

Taken from Staff Report, page 5.



Revenue Re uirement as Calculated b Staff

Pro Forma Operating Expenses
Plus: Average Annual Principal

and Interest Payments on Current Debts
Additional Working Capital

$ 284,017

53,104
10,621

Overall Revenue Requirement
Less: Other Operating Revenue

Interest Income
Non-Operating Revenue

347,742
(19,971)

(1,030)
1,475

Revenue Required From Rates
Less: Pro Forma Present Rate Service Revenues

325,266
273,978

Required Revenue Increase

Pecent Increase
$ 51,288

18.72%

Taken from Staff Report, page 13.



Exhibit 1

Water Loss

Using information provided directly from ERWA, Staff determined that ERWA's

test-year water loss was 29.20 percent, or 14.20 percent above the 15 percent allowed

for ratemaking purposes by 807 KAR 5:066, Section 6(3).

Water Purchased
Less: Water Sold

Water Used for Flushing

31,148,106
(21,052,200)

1,000,000

Water Loss
Water Loss Percentage

9,095,906
29.20%

As calculated below, Staff removed the costs to purchase and pump water loss

as referenced by Item G in the pro forma statement on page 1.

Times: Excess
Water
Loss

Test Year Percentage Decrease

Purchased Water $ 96,136
Purchased Power 10,049

-14.20% $ (13,651)
-1 4.20% (1,427)

Taken from Staff Report, page 9.



PUBLIC SERVICE COMMISSION

Monthly Water Loss Report

Water Utility:

For the Month of:

EASTERN ROCKCASTLE WATER ASSOCIATION - RED HILL LINE

Year:December 2014

WATER PRODUCED, PURCHASED IL DISTRIBUTED

O 1II

2
3
4

Water Produced
Water Purchased

TOTAL PRODUCED AND PURCHASED

7
8
9
10
11
12

WATER SALES
Residential
Commercial
Industrial

Bulk Loading Stations
Wholesale
Other Sales

134

13
14
15
16
17
18
19
20

OTHER WATER USED
Utility and/or Water Treatment Plant
Wastewater Plant

System Flushing

Fire Department
Other

TOTAL WATER SALES 121.8%

21
22
23
24
25
26
27

WATER LOSS
Tank Overflows
Line Breaks
Line Leaks
Other

TOTAL OTHER WATER USED

(25)'g

28
29
30
31
32
33

TOTAL LINE LOSS

Note: Line 13+ Line 21 + Line 28 Must Equal Line 4

WATER LOSS PERCENTAGE
Unaccounted-For Water (Line 28 divided by Line 4)

-22.7%



 *Denotes Served by Email                                         Service List for Case 2014-00385

*Tony Bullock
President
Eastern Rockcastle Water Association, Inc.
P.O. Box 540
Mt. Vernon, KY  40456

*Eastern Rockcastle Water Association, Inc.
9246 Main Street
Livingston, KY  40445

*Rebecca Hacker
Clerk
Eastern Rockcastle Water Association, Inc.
P.O. Box 540
Mt. Vernon, KY  40456

*Gary Mason
2202 Cleft Rock Road
Mt. Vernon, KENTUCKY  40456


